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ABSTRACT
ABIGAIL BOWEN: Environmental Influences of Web Disclosure over Countries
(Under the direction of Marilyn T. Zarzeski)

Investors and financial analysts rely considerably on corporate information to
make business decisions. This study offinancial and nonfmancial disclosure practices
analyzes the influence that culture, firm size, and foreign sales might have over the
information that companies choose to place on the web. Using over one hundred and
fifty company websites across seven different countries, I developed a list of financial
and nonfmancial disclosure categories to evaluate each company website. Statistical tests
provide evidence that cultural variables, such as the degree of masculinity and
individualism, as well as total sales volume have a significant influence over levels of
nonfmancial disclosure. This result indicates to users and analysts that nonfinancial
disclosure is more subject to cultural and size influence Xhonfinancial disclosure and that
nonfinancial disclosure practices are in need of more standardization and scrutiny.
The findings of this study of corporate website disclosures relate to the 2001
FASB study, entitled Improving Business Reporting: Insights into Enhancing Voluntary
Disclosures, and are of particular importance to standard and rule setting organizations,
such as the lASC. Paralleling the current trend toward globalization, companies that are
listed on stock exchanges hope to move toward harmonization among disclosure
practices, whether paper or web-based. Further research needs to be conducted regarding
other cultural variables and firm characteristics and their influence over investor and
analyst decisions.
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Chapter L Introduction

As reliance upon the Internet continuously increases in our society,

consumers

(e.g., investors) and financial analysts alike must question whether to rely upon the
resources of the Internet as well. A decade ago, investors received annual reports in the
mail to learn of a company’s financial standing; financial analysts had to sort through
thousands of pieces of paper to arrive at a proper analysis. Today, investigating a
company’s finances is as easy as searching through a file on the computer.

Any investor

with a computer and a modem can obtain information that was previously
available...only to an elite of company officials, professional investment analysts, and
the financial press”(FASB 2000). But is it really that easy? Are all Internet financial
reports alike on the Internet? Is there a unity that exists between the millions of
companies that choose to use the World Wide Web as one of their financial reporting
outlets? And if so, does a company’s country of domicile or firm size have an effect on
the manner in which it discloses information? This study proposes to answer these
questions.
Corporate information of any kind, of course, is usually helpful to a user, but it is
the manner and the amount in which it is presented that allows a company to achieve high
disclosure scores. Vrowidingfinancial information is essential to acquiring investors, as
the accurate presentation and timeliness are important in gaining the favor of financial
analysts. When current and potential shareholders enter a company s website, they want

to see how the stock is performing, if the company’s various industries are producing
profits, and how those profits are being spent. Financial information is without a doubt
important to them. However, nonfmancial information is just as important. For an
investor to be able to find out such things as who is running the company, how he/she is
running it, what the goals are, and what company policies are, is extremely helpful in
understanding thefinancial information.
To be useful for financial analysts, information must follow two main objectives
of financial reporting: relevance and reliability. Relevant information refers to timely
information. For example, if an analyst entered a website and the most current financial
statements were from 1997, this is very untimely information. Because the nature of
financial economics is so dynamic, what was pertinent three years ago is not necessarily
relevant today. The reliable objective can be accomplished by disclosing clearly audited
financial information on a timely basis. This assures the analyst, and stockholders as
well, that an independent expert has reviewed the financial statements and has deemed
them a fair and accurate representation of a company’s financial standing.
Overall, the current study seeks to determine whether country of domicile (in
particular the characteristics of that culture) and/or firm size has a significant impact on
the level of disclosure available on company websites. Prior research has shown that
certain characteristics of the culture in which a company is submerged does indeed affect
levels of disclosure. For example, one might ask if a Norse corporation might be more
open minded to different ideas and ways of sharing information on the internet
considering they are a more liberal and feminine society. If the corporate web
information is found to be statistically significant, this question could be answered.

Other studies (Zarzeski 1996, Robb et al. 2001) have provided evidence that the size of a
company affects disclosure scores as well.
To begin the study, two hundred and fifty-six (256) businesses were chosen from
seven different cultures: France, Germany, Hong Kong, Japan, Norway,the United
Kingdom,and the United States. Every website for each company had to be located, if a
website for that company existed at all. One hundred and seventy-five(175)companies
of the 256 have websites. A background research was then performed to determine if a
study such as this had previously taken place. Next, a model was developed to determine
the variables necessary to gather for an analysis of each company s disclosure practices
found on the Web. A scoring sheet then had to be developed to compile the scorings of
the website analysis. After a total disclosure score was obtained for each company in the
sample, I subsequently divided the disclosures intofinancial and nonfinancial totals.
Statistical tests were run using the SAS statistical package. Four cultural variables were
also included in the model to determine the effect that country of domicile has on
financial and nonfinancial disclosure. The results ofthese tests, as well as observations
made in the course of research, were used to reach conclusions concerning web
disclosure practices.
Previous studies have analyzed printed reports, both in financial and nonfinancial
disclosure categories. Very few studies, however, have been performed on information
disclosed on company websites. The main study currently underway is the Financial
Standards Accounting Board’s(FASB 2001)“Electronic Distribution of Business
Reporting Information.” While the FASB’s study proposes to identify specific corporate
disclosure practices, this paper attempts to discover how specific disclosure practices are
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affected by their representative cultural variables and firm size. The results may be
useful to the FASB,as well as the International Accounting Standards Committee
(I ASC), in light of their continuing harmonization efforts. A previous study showed that
voluntary disclosures could be a path to harmonization, as a way of bridging the gap of
diversity (Choi and Levich 1990). If companies continue to release more and more
nonfinancial information, the global network created through the Internet will come
closer to achieving the desired harmonization.
There is a reason to expect that disclosure wall vary across countries. As far as
similarities between cultures, a certain unity did exist in thefinancial information
presented. Balance sheets, income statements, a statement of cash flows, and
stockholders' equity statements seemed almost a

standard in each culture; notes to

financial statements often included many of the same aspects offinancial disclosure
(fixed assets, debt details, and accounting policies). The main differences existed mostly
in disclosing segmental information and current stock information available on the
websites. As the United States had extensive segment and stock information available,
Hong Kong and Japan had limited segment and stock information available, respectively.
Nonfinancial information varied more than xfiofinancial information, as some cultures.
such as France, are more willing to share their information wdth users,
A study of environmental influences on

web disclosure could produce valuable

results within the business/accounting community. First, the AICPA recommended that
more research be conducted in this area, and the findings are therefore of use to them.
Second, any regulation setting organization, such as the IASC or the European Union
(EU), would be concerned as to what disclosure practices are essential in achieving
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harmonization. If some degree of unity is found in certain practices, it could help form a
basis for setting standards and regulations.
Finally, this study could encourage other researchers to delve further into the
subject, as much work remains to be researched in this field. For example, if Hofstede’s
cultural variables are found to affect disclosure, a researcher could look at other cultural
characteristics. The percentage of a country’s population that is educated could be
influential in disclosure practices. A country’s stock market volume could also have an
impact. Also, a researcher could analyze the formats in which information is presented
and relate it to willingness of users to invest. A third project could involve tracking the
number of analysts following each company and discovering whether a positive
relationship exists between that number and the level of disclosure.
The findings of this study do, in fact, indicate a relationship between the amount
of information disclosed on a website and a company’s country of domicile. Two main
cultural characteristics correlate with higher levels of nonfinancial disclosure, a lower
degree of masculinity of a culture and a lower degree of individualism. The findings also
provide evidence that the volume of total sales affects nonfinancial disclosure. The
following sections of this paper include a background of previous studies involving the
issues in this paper, an explanation of the model and scoring sheet development process,
an analysis of statistical results, and a summary of this study’s findings and implications.

6

Chapter II. Background

Prior Studies
As is customary before conducting any form of research, it was essential in the
current study to find out whether or not web disclosure research studies had been
conducted prior to this one. If so, the findings of previous researchers could
guideline when developing the framework for “Environmental Influences,

serve as a
Both web

disclosure practices and the old practice of printed material had to be considered during
the search. Significant studies were found in each, although the studies not dealing with
computer technology appeared the most thorough.
In particular, an article was found in the February 2000 volume of the Journal of
Accountancy {JOA)involving exactly this type of research. The lASC had appointed a
group of accountants to begin a research on Web-based financial reporting, and this
group’s findings are the subject ofthe anonymous author s article. The researchers
commissioned for this project chose the 30 largest companies in each of 22 nations(a
total of660 companies) and analyzed the annual reports on each company s website.
What they found was an array of different presentation methods, from reports on HTML
or PDF to various forms of statements - some modified, some extremely detailed. The
researchers mentioned the importance of using new technology to provide financial
information both in HTML and PDF formats, as well as providing users with warnings
about unaudited information. In the midst of their research, they came across two main
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problems: first, there are degrees of difficulty in finding relevant reports, and second, lack
of knowledge whether the online document was presented in its entirety. In response,
this group recommended that the lASC form a framework of online financial reporting,
so potential investors and analysts alike could effectively analyze all compames' financial
data.
Another relevant report, found in the February 1999 issue of The CPA Journal, is
a write-up of a study performed by the author, Simon Petravick, entitled ‘Online
Financial Reporting.” As the title indicates, this study was mainly an analysis of
financial reporting and has little dealings with nonfinancial reporting. Using a random
selection of 86 companies with securities traded on the NASDAQ stock market,
Petravick found that even smaller companies were quickly learning to embrace the
newest technology in financial reporting. Petravick states eight financial items
commonly found on corporate websites: annual reports, interim reports, SEC filings,
stock price, analysis and query tools, summaries of meetings and presentations,
international presentations, and proxy voting. He,too, mentions the respective
advantages and disadvantages of HTML and PDF formatted annual reports, referring to
HTML documents as “intuitive and attractive” while praising PDFs as computer
documents that look like the actual annual report. The author delves into the issue of
stock price reporting. Stock price can be presented in two ways, current and histoncal.
While some companies only present one way, others choose to place both on their
websites. Unique to this article is Petravick’s observation of a growing trend in analysis
and query tools. “Making these tools available to users shows the willingness of these
organizations to make information accessible, but the tools have imperfections.
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However, he predicts that corporations will iron out these imperfections and more
companies will begin placing these tools online. Also mentioned in the article are three
tips for organizing financial information. The first tip is to provide a direct link from the
homepage to the financial reporting section, much like the suggestion found in the
February 2000 JOA article. Displaying a table of contents for financial information is
suggested as a second tip. This tip would provide the same ease as a printed document s
table of contents in finding specific parts of a report. Petravick’s third tip is to link
related financial information together on the website. For example, a company could link
a financial statement to its respective footnote, thereby making it easier for a viewer to
understand the information.
Although there have been few studies related to web disclosure practices, many
studies have been conducted on cultural influences on printed annual report information.
Due to the harmonization efforts of the FASB and the lASC,financial information has
become somewhat more standardized across countries. Of particular interest to my study
are two articles, the first of which is “Nonfinancial Disclosures Across Anglo-American
newer
Countries”(Robb, Single, Zarzeski 2001). Releasing nonfinancial information is
to the accounting field and, therefore, more likely to be influenced by culture. Robb,
Single, and Zarzeski tested the degree of nonfinancial information in corporate annual
reports of the Australia, Canada, and the United States. They found that, in three
more
culturally-similar countries, companies with a larger international orientation were
prone to provide higher levels of nonfinancial disclosure in printed annual reports. As a
matter of fact, international orientation and company size overshadowed the national
influence factor. The other study of significance is “Spontaneous Harmonization Effects
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of Culture and Market Forces on Accounting Disclosure Practices”(Zarzeski 1996), as it
provides an extensive look at the theory of cultural influence on accounting as well as
disclosure models forfinancial disclosure. Zarzeski’s study concluded that a higher level
of foreign sales and a larger firm size correlated with higher levels of disclosure. Also,
firms found in countries more individualistic, more masculine, and with less uncertainty
avoidance were more likely to disclose higher levels of information. This finding makes
sense since countries with larger stock markets, i.e., U.S. and UK,have been shown
statistically to require morefinancial disclosures(Adhikari and Tondkar 1992)for
outsiders to be able to analyze the future viability of exchange-listed companies.

Hofstede’s Cultural Dimensions
During a study of 53 different national cultures, Hofstede(1980) discovered the
existence of four cultural variables (individualism-collectivism, masculinity-femininity,
power distance and uncertainty avoidance)that had an overwhelming effect on corporate
culture. I expect that these variables vnll affect corporate disclosure practices as well,
since cultures vary in levels of secrecy. The following descriptions of each cultural
variable include a numeral that signifies the strength of the cultural variable in each
country (Hofstede 1980). The numerical value table can be found in Chapter III. Note
that, although the Hofstede study is two decades old, culture changes slowly. Academic
research studies continue to use the 1980 cultural results.
Individualism / Collectivism. Hofstede ranked countries based on their individualism,
or transversely, collectivism. Individualistic cultures value individual autonomy and
success. while collectivist cultures prefer working together and enjoy group success. The
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United States has a very individualistic culture, scoring a 91 in Hofstede’s study. Hong
Kong, however, has a very collectivist society, scoring a 25.
Masculinity / Femininity. Masculinity and femininity are the next characteristics that
Hofstede defines. A culture that is more masculine orientates itself toward money and
things - material items. A more feminine culture, on the other hand, orientates itself
towards people. Japan, with a high masculinity score, is an extremely masculine country,
whereas France leans more toward a feminine culture.
Power Distance. Power distance is the third of Hofstede’s dimensions of national
culture and is defined as “the extent to which a society accepts an unequal distribution of
power in organizations”. People in countries with high power distance, such as France
(71), are more apt not to question persons in authority, compared to the U.S., UK,and
German people (all in the 30's).
Uncertainty Avoidance. The last variable, uncertainty avoidance, refers to the extent to
which a culture feels at ease in uncertain situations. Japan has a very high score (92),
meaning they, as a culture, are extremely apprehensive to ambiguity. Ambiguity is
present when investing in companies listed on stock exchanges. Investors are likely to
receive more information from companies with low uncertainty avoidance. Hong Kong
has a very low score (29), suggesting that people deal well when placed in uncertain
situations there.

Gray's Theory ofCultural Influence on Accounting
A main goal of this study is to examine environmental influences such as culture
to determine whether there is a significant cultural effect on web disclosure practices.
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Therefore, Gray's hypotheses dealing with the relationship of Hofstede’s four cultural
dimensions and accounting systems are highly relevant in this study. In a framework
developed on the basis of accountants’ value systems(derived from societal values).
Gray (1988) includes professionalism versus statutory control, uniformity versus
flexibility, conservatism versus optimism, and secrecy versus transparency. The last
grouping would have the most significance in the current study; a culture of greater
secrecy may be more apprehensive to release information.
Gray and Vint(1994)tested Gray’s theory (1988) using a disclosure practice
database from a 1984 study undertaken by the University of Glasgow and Deloitte
Haskins and Sells. A univariate regression analysis shows a significant correlation
between the cultural dimensions and the average disclosure score of each of27 countries.
In a multivariate regression analysis, when all four cultural variables are placed in the
same model, higher levels of individualism related to higher disclosure levels, while a
lower level of uncertainty avoidance also allowed for higher disclosure scores.
The current study uses Gray’s theory to explain variances in web disclosure over
countries. As Gray’s theory exhibits how culture can

influence business practices.

including accounting systems, the current study proposes that this theory will also
influence disclosure practices, In particular, will Hofstede’s cultural dimensions have a
greater effect onfinancial or nonfmancial disclosure?

FASB's Study
FASB has performed a study entitled “Electronic Distribution of Business
Reporting Information” that uses the websites of the Fortune 100 companies to develop a
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list of common attributes used in presenting business information. Instead of using one
or two researchers to compile the data, the FASB assembled an entire team to perform the
data collection in one day. In doing so, the FASB eliminated the possibility of allowing
new technology to infiltrate the study. Ironically enough, I produced a very similar list of
attributes without knowledge of this study throughout my data collection. FASB
acknowledged the presence of features, such as current stock prices, direct links to the
annual report, a table of contents, press releases and news bulletins, and a choice between
HTML or PDF documents, as being extremely helpful to the user, as did this study.
Unlike the current study, however, FASB’s study does not use a weighted scale, but a
simple “yes” or “no” listing of whether a company’s website includes certain attributes.
FASB’s study also does not consider cultural influences on levels of disclosure.
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III. Developing the Model

Dependent Variables
In order to examine the relationship of web disclosures types(dependent
variables) to various company and country characteristics(independent variables), I
gathered the respective variables of each company from their websites. The main
question of this study is whether or not financial and nonfinancial web disclosure
practices are affected by environmental differences and/or firm size. The three dependent
variables of this study are: 1) level offinancial disclosure, 2)level of nonfinancial
disclosure, 3)level of total disclosure (the sum ofihtfinancial and nonfinancial
disclosures).
Perhaps the most significant dependent variable in this study is the nonfinancial
disclosure total. Because of the increasing reliance on computers in business, companies
have begun placing more and more information on their websites. The FASB and the
lASC have both increased harmonization efforts so that cultural differences (represented
in

in this study by Hofstede’s cultural dimensions) are less likely to affect the manner
which information is disclosed. Financial information disclosure has been under the
microscope considerably longer than nonfinancial disclosure, and therefore is expected to
have responded to these harmonization efforts in ways that nonfinancial information has
not. Nonfinancial disclosure, especially on the Internet,

can be presented in a number of

ways. and has just recently been subject to closer scrutiny by the accounting community.
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Researchers have discovered that nonfinancial information “is a good way to
communicate with shareholders about company progress...[and it] provides evidence of
management acumen and operating know-how, and nonfinancial information usually
correlates withfinancial information”(Robb, Single, Zarzeski, 2001). Not only is there
growing reliance on the nonfinancial information a company chooses to release, there is
more of a likelihood of variance between different countries’ marmer of disclosing such
information because the concept is much newer to the non-U.S. accounting community.
This study seeks to provide evidence that the independent variables have a significant
influence onfinancial and nonfinancial scores, as well as the total score, but that cultural
and size variables affect nonfinancial disclosure practices more ihonfinancial disclosure
practices.

Independent Variables
Because of the international nature ofthis study, “foreign sales is expected to
have an impact on the disclosure scores of various countries. In prior disclosure studies,
the company size is correlated withfinancial disclosures. The current study examines
four independent variables: company size (total assets or total sales), level of dependence
on lenders (debt ratio), and the level offoreign activity (foreign sales). To ensure a
normal distribution, the natural logs of total assets, total sales, and foreign sales are used.
During the data collection process, which will be discussed later, four numencal
items were located on each corporate website (if available): total sales, total assets, total
liabilities, and local sales. The non-U.S. currencies were converted to U.S. Dollars in
order to maintain equivalency.
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Total liabilities was divided by total assets to determine debt ratio:
Debt Ratio = Total Liabilities / Total Assets

This figure provides valuable information to investors and analysts about the extent of
company liabilities.
Local sales (sales within one’s own country) was subtracted from total sales to
obtain total foreign sales:
Foreign Sales = Total sales — Local sales

This figure provides an indication of how global a company is operating.
The four cultural variables developed by Hofstede(1980) comprise the remaining
independent variables. Each cultural variable of Hofstede was given a numerical value
for each country, as a way of ranking the cultures against one another. The numerical
values used in the models are listed in Table III.1.
Table III.l. Hofstede*s Dimensions of National Culture in Numerical Values
France

Germany

Hong Kong

Japan

UK

US

Individualism/Collectivism

71

67

25

46

89

91

IVIasculinity/Femininity

43

66

57

95

66

62

Power Distance

68

35

68

54

35

40

Uncertainty Avoidance

86

65

29

92

35

46

With the dependent and independent variables defined, the following models were
considered when developing the disclosure list and performing data collection. It should
be noted that total assets and total sales are never included in the same model because the
two are highly correlated variables.
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1. Total Disclosure = Assets + Debt Ratio + Hofstede’s 4 variables
This model implies that total disclosure is affected by the size of the company’s
assets and debt ratio, as well as Hofstede’s cultural variables.
2. Total Disclosure = Sales + Hofstede’s 4 variables
If found to be significant, this model would be expected to indicate that the higher
the total sales, along with Hofstede’s variables, the higher the total disclosure
score is likely to be. This model is also tested vnXh.foreign sales instead of total
sales.
3. Financial Disclosure = Assets + Debt Ratio + Hofstede’s 4 variables
This model uses onlyfinancial disclosure as the dependent variable, with the
same independent variables of Model 1.
4. Financial Disclosure = Sales + Hofstede’s 4 variables
In this model, the volume of total sales, as well as Hofstede’s cultural variables,
would influencefinancial disclosure. The independent variables are similar to
those of Model 2. This model is also tested ymihforeign sales instead of total
sales.
5. Nonfinancial Disclosure = Assets + Debt Ratio + Hofstede’s 4 variables
This model has similar independent variables as Models 1 and 3 and uses
nonfinancial disclosure as the dependent variable.
6. Nonfinancial Disclosure = Sales + Hofstede’s 4 variables
This model’s independent variables are similar to Models 2 and 4. This study
expects nonfinancial disclosure to be strongly affected by the volume of total
sales and the cultural variables. In countries placing more stress on sharing and
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learning with others (i.e., a more collectivist and feminine culture), the higher the
nonfinancial disclosure score will be. This model is also tested withforeign sales
instead of total sales.
Individual country regression tests were also performed. These models were developed
using variations of the six hypotheses without Hofstede’s cultural variables included.
The independent size variables were inserted into the model in various combinations to
determine whether firm size has an affect on the three types of disclosure.
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Chapter IV. The Research Process

Selectins the Sample
In order to achieve a diverse sample, companies were selected on the basis
of size of company, culture, and industry. Companies were selected from seven
different countries: the United States, the United Kingdom, Japan, Hong Kong,
Norway, Germany, and France. The main industry of all ofthe companies is
manufacturing. However, the variation in industry is seen when examining what
these companies actually manufacture. Some businesses, such as Sony,
manufacture electronics, whereas corporations, such as Pfizer, manufacture
pharmaceuticals. To satisfy the size variable, both small and large companies
were chosen from each country that was analyzed. The list ofcompanies was
previously compiled and used by Dr. Marilyn Taylor Zarzeski during her study
“Spontaneous Harmonization Effects of Culture and Market Forces on
Accounting Disclosure Practices”(1996).

Developing a Disclosure Scoring List
A search for prior studies involving financial disclosure on the Internet
was undertaken. There are a limited number of Internet disclosure studies to
date. The suggestions found in related articles for developing a scoring sheet
were helpful for creating a disclosure scoring list for this study. An anonymous
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author, for example, suggested in his article in the February 2000 issue of the
Journal ofAccountancy that ‘'companies should offer users both HTML pages
and Adobe Acrobat." The purpose for this is that HTML files are easily
searchable, whereas PDF(Adobe Acrobat) files can be printed out in their
entirety. Aspects such as these, the author suggested, are ways in which a
company can make their financial reporting easier for investors and analysts to
understand. This author also found that “it was difficult to find relevant
reports. If there were somehow a keyword, or hint, on the homepage as to
where the reports were located on various websites, the reader could find
financial information more easily.
A representative handfiil of companies from each country were then chosen
as a “mini sample.” Many different search engines had to be used to locate each
company’s website, including the various stock market websites for each of the
countries, Yahoo!, MSN,and Netscape. After each website had been found (if one
existed at all), each company’s website of the “mini-sample” was examined for
various types of financial and nonfinancial disclosure. Included in the disclosure
scoring list are types of information provided and accessibility of the information
via one or more links. For example, some companies' websites require only one
click of the mouse on the homepage to find the financial statements of the
company. This is helpful for the user. An elementary scoring evolved from the
“mini sample,” based on a simple 1, 3,5 system. Information that was more
extensive or easier to find would receive a higher score, such as 5. Some
disclosure examples are financial reports, stock information, such as current stock

20

price and volume, and different types of media presentations, such as stockholder
meetings available for viewing.
Often, however, what was prevalent in 5 or 6 annual reports was nowhere to be
found on the next 20 twenty annual reports. Other times, a disclosure item that had not
been analyzed in the first 10 reports was found in the next handful. Therefore, the actual
development of the disclosure list for the scoring sheet required many adjustments and
backtracking. In particular, ways in which product information and notes to the financial
statements were scored had to be changed. Product information appeared in various
forms: in the annual report, in HTML format, in PDF format, and solely on the website
itself. Using a 1, 3, 5 system or scoring by the number of pages was not appropriate for
each type of format, so a different scoring system had to be used for the various formats.
Because of the ease of scoring PDF-formatted product information, it perhaps received
the fairest determination. Aimual reports shown through Adobe Acrobat(PDF)

were

scored using the number of pages on which the product information was displayed.
Because this number was usually at least 5, HTML scoring began at 5, and was scored
using a 5, 10, 20 basis, depending on the depth ofthe product information given. The
same problem existed for notes to the financial statements. Page numbers were not
relevant to HTML annual reports, so it was determined in this study to score the notes by
the actual number of sections in which the notes were divided. For example, a common
way of dividing the notes to the financial statements is according to account type. A
summary of accounting policies is usually one ofthe first sections, and sections on debt,
current assets, fixed assets, pension plans, taxation, and segment reporting usually follow.
A company would receive seven points for these notes. However, there are generally
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more sections than this. Most companies receive fifteen to twenty five points for their
inclusion of notes in the annual report.
By using the suggestions of previous researchers, as well as acquired knowledge
of financial reporting through the numerous “mini samples,” a final scoring sheet was
decided upon and used in an attempt to score the websites of256 companies across seven
countries. An explanation of the scoring sheet follows:

A. Non-scored information
Non-scored information was collected mainly for observation purposes to
discover whether there was a commonality in ways different industries or certain cultures
disclosed certain items. For example, tracking whether annual reports presented in
HTML or PDF, or even both, could later provide a statistic on what percentage of U
companies use a certain format. A list of non-scored information follows:
1. Company Name: the name ofthe company
2. Main Industry: the principal industries ofthe company
3. Year: The year (calendar or fiscal) ofthe financial information on the we
4. HTML or PDF: either says HTML,PDF, or both, or N/A (not applicable)
indicating whether the annual report is presented as an HTML document
(meaning it is searchable through a series of links- no

download required), a PDF

document(searchable through an Adobe Acrobat document- must be
downloaded), or as both(HTML and PDF)
5. Name of Auditor: the name ofthe auditor found in the auditor’s report in the
annual report
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6. Languages: the various languages in which the website (or annual report) can be
viewed
7. Location of off-website stock info: If stock information is presented through a
link off of the company’s main website, this states where that link leads to.
8. Analysis and Query tools: If an analysis or query tool(a tool that helps analyze
investments or understand company information better) is found on the website,
this explains what exactly it is.
9. Usage of different GAAP statements (if available for that country): If a
company presents in its annual report financial statements in a different GAAP
other than its own, this lists which statements are presented.
10. Year of first SEC filing listed: If a link to SEC filings exists or if they are listed
on the website, state the earliest year present.^
11. Links to the Annual Report: an actual list ofthe words and/or logos that lead to
the annual report on the Internet
B. Financial Disclosure Items
Financial disclosure items consist of any item in the scoring sheet that involves
the actual finances of the company. The presence of an annual report in a majority of the
company’s websites is essential for the pending conclusions ofthis study, and therefore
ten points are awarded if a company has its full annual report online, regardless of
whether it appears in HTML or PDF format. If the annual report does not include notes
to the financial statements, that company is only rewarded 5 points. If an annual report
exists with no financial information, only 3 points are given. This sort of annual report
^ SEC {Securities and Exchange Commission) filings are required for each company following U S. GAAP
and listed on the New York Stock Exchange and the American Stock Exchange.
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simply presents information on the company,such as employee and product information.
If no annual report can be found on the company’s website, the company receives no
points.
The presence of quarterly and semiannual reports provides further insight into a
company’s financial status, and thus more points are rewarded to websites that provide a
look at either periodic report online. The U.S. companies typically provide quarterly
financial statements, while non-U.S. companies typically provide semi-annual financial
statements. Some statements are very simplistic and only provide basic financial
information; others are more in depth, with a few giving as much detail as an annual
report- Therefore, the “semiannual/quarterly reports shown” items are scored on a 1, 3, 5
scale, depending on the completeness of the report. Also, some companies do not release
printed versions of these reports as they do for annual reports. Because a company
choosing to release these printed reports might influence an investor s decision to invest
in that company, five more points are rewarded if there is a way from a company web
link to request printed versions of both semiannual and quarterly reports.
The next section of collected items involves the financial statements ofthe
company. Five points are granted for the presence of each offive different statements, a
Balance Sheet, an Income Statement, a Comprehensive Income Statement, a Statement of
Cash Flows, and a Statement of Retained Earnings(or otherwise called Statement of
Stockholders' Equity). Five additional points are allocated if the balance sheet is
classified (i.e. the assets, as well as liabilities, are split into current and long-term). One
point is rewarded to a company if the income statement is a single-step, two if multi-step.
The reason for this is that a multi-step income statement contains more detail about a
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company's revenues and expenditures than a single-step, which is helpful to users. As
prior years’ figures give the investor information for comparison purposes, a point is
granted to the company for each prior year shown. For example, if a company’s balance
sheet ending date is December 31, 1999, and the company’s statement shows figures for
December 31, 1997 and 1998 as well, two points are received. Also, a company often
provides a five- or ten-year summary of the most important financial statistics on its
website or in the annual report. Depending on the number of years summarized, the
company receives five or ten points.
The next group of points was given based on the content of the Summary of
Accounting Policies found in the notes to the annual report. After searching through a
number of reports, the following items frequently appeared in the summary, policies
about how inventory is kept in the accounting records; what depreciation methods are
used to determine a fixed asset's carrying value; the manner in which a corporation is
consolidated; the policies about translating foreign currency

to the home currency; the

manner in which cash and cash equivalents are accounted for; how revenue is recognized;
how goodwill and other intangible assets, such as patents and copyrights, are accounted
for; and lastly the company policies on granting stock-based compensation. If any of
these eight items appeared in the Summary of Accounting Policies, the company received
five points for each item present.
is

Segment information is also essential from an investor’s perspective. If a company i
active in many industries, it is helpful to the investor to know which industries are most
profitable and which ones may be hurting the overall company. This makes the product
segment information a valuable disclosure item. Also, when taking the current trend of
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globalization into account, an investor should be interested in what portion of the total
sales is local to that country and what portion is due to foreign sales. Due to the
importance of this information, each product and geographical segment is split into five
items: sales, operating income, assets, capital expenditures, and depreciation and
amortization. Note that U.S. companies are the only companies of the world that are
required to provide the five foregoing items for their segments.
Points were also given for the depth of information about a company’s debt and fixed
assets. While some companies choose to only include a few sentences ofinformation
about either, other company’s provide detailed tables or statements dealing with debt or
fixed assets. For the most part, German companies include fixed asset statements along
with their standard financial statements, sometimes even filling two pages of an annual
report. When this is the case, the company is rewarded ten points for providing extensive
financial information. Otherwise, the debt details and fixed asset items are scored using
the 1, 3, 5 scale.
Other various financial disclosure items were scored as well. If a separate finance
section exists, five points are given. A finance section veers from the usual accounting
perspective and takes more of a financial analyst approach to a company s financial
information. If a company places its SEC filings on its website, or provides a link to
EDGARS (the website where all U.S. SEC and some non-U.S. filings can be located) that
routes the investor directly to that company’s filings, five points are granted. Statements
appearing on a website in different GAAPs are also extremely helpful to an investor,
especially if that investor is in the practice of doing international business. Each
statement that is presented in a GAAP other than its home country s is given five points.
^ EDGAR = Electronic Data Gathering Analysis and Retrieval System
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Last of xhQ financial scored information is stock price. A company receives five points
for disclosing the current price of its stock.
A summary of the methods used to score financial information appears in Table IV.1.
Table IV.1. Summary of Financial Disclosure Scoring
FINANCIAL ITEMS
Complete Annual Report

Semiannual Reports Shown
Semiannual Reports

EXPLANATION OF SCORING
10 points if the annual report appears in its entirety on the website; 5 if
notes to the financial statements are not presented; 3 if no financial
information is presented; 0 if no AR
1, 3, or 5 depending in the manner in which the report is presented on
the website. 0 if no semiannual reports shown
5 points if the company gives the user the option of obtaining a printed
semiannual report online,0 if not

Available
Quarterly Reports Shown
Quarterly Reports Available
Balance Sheet
Classified
Income Statement
Single-Step
Multi-Step
Comprehensive Income
Statement
Statement of Cash Flows
Statement of Retained
Earnings / Statement of
Stockholder's Equity
Prior Period Reports
5/10 Year Summary
Inventory
Fixed Assets (Depreciation)
Foreign Currency
Consolidation
Cash and Cash Equivalents
Revenue Recognition
Goodwill and Intangibles
Stock-based Compensation
Geographical Segments(GS)
Sales

Same as semiannual reports shown
Same as semiannual reports available
5 points for the existence of a balance sheet on the website
5 points if the balance sheet is classified
5 points for the existence of an income statement on the website
1 point if the income statement is presented in a single-step format,0 if
in multi-step
2 points if the income statement is presented in a multi-step format,0 if
in single-step
5 points if present in the annual report; 0 if not
5 points if present in the annual report; 0 if not
5 points if present in the annual report; 0 if not

1 point for each prior year presented in the financial statements
5 points for 5 years; 10 points for 10 years; some actually have 11 years
so 11 points are rewarded
5 points for presence in the Summary of Accounting Policies in the
notes to the financial statements;0 if not found
Same as inventory
Same as inventory
Same as inventory
Same as inventory
Same as inventory
Same as inventory
Same as inventory
5 points if geographical segment sales given in segment information

GS Operating Income

5 points if geographical segment operating income given in segment
information

GS Assets

5 points if geographical segment assets given in segment information
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FINANCIAL ITEMS

EXPLANATION OF SCORING

GS Capital Expenditures

5 points if geographical segment capital expenditures given in segment
information

GS Accumulated

5 points if geographical segment accumulated depreciation given in
segment information
5 points if product segment sales given in segment information
5 points if product segment operating income given in segment
information

Depreciation
Product Segments(PS)Sales
PS Operating Income
PS Assets
PS Capital Expenditures
PS Accumulated
Depreciation
Debt Details
Fixed Asset Information

Finance Section
SEC Filings

Number of Different GAAPs
Price

5 points if product segment assets given in segment information
5 points if product segment capital expenditures given in segment
information
5 points if product segment accumulated depreciation given in segment
information
1, 3, 5, or 10 (if in extreme depth of detail) points given for disclosure
of debt information in the annual report; 0 if not debt details found
1, 3, 5, or 10 (if in extreme depth of detail) points given for disclosure
of fixed asset information in the annual report; 0 if not debt details
found
5 points for a separate finance section within the annual report;0 if one
not present
5 points if SEC Filings(10-K’s and 10-Q’s) given on company website
or if a link exists to take the user to the filings on another site (ex: to
Edgar)
5 points for each statement that is given in a different GAAP
5 points if the stock price is given in real time on the website

C. Nonfinancial Disclosure Items
Nonjinancial disclosure items, for purposes of this study, include qualitative
information found on the website that is not related to the basic financial statements. The
first item scored is the number of links to the annual report. Following the suggestion of
the anonymous author in the February 2000 Journal ofAccountancy, I tracked the
number of links from the home page that led to the company’s online annual report. The
number of links was scored as follows: if the annual report could be found in three links
or less, the company received three points; if it took four to six links to locate the annual
report, the company received only two points; if more than six links had to be used,just
one point was granted; and if no annual report was found, the company received zero
points. Another suggestion from the Journal ofAccountancy article involves the format
in which the annual report is presented. As stated before, there are advantages to both the

28

HTML and PDF formats. Therefore, the two formats were given equal weight, granting
one point for presenting the annual report in only one format. If the company chooses to
place the annual report online in both forms, five points are earned.
The ne.xt group of nonfmancial disclosure items includes specific features ofthe
annual report. An introduction, or mission statement, is a brief statement at the beginning
of the annual report that relays the primary goals ofthe company to investors and
analysts. Five points are given to a company with an introduction. Because a Table of
Contents allows readers to easily find different sections of an annual report, five points
are earned for the presence of this feature as well. The notes to the financial statements
are scored per note (each note receives one point). The Summary of Accounting Policies,
if one exists, is counted as only one note, although it is usually divided up into smaller
sections. The Letter to the Shareholders, the Management Report, and the Auditor s
Report are all crucial elements in an annual report for various reasons. The Letter to the
Shareholders and the management report represent a message from the officers ofthe
company and provide potential investors and analysts with an insight as to what
. The
management believes are the primary strengths and weaknesses ofthe company
auditor’s report, on the other hand, provides assurance from an independent source (an
auditor) that the information viewed by a reader is presented fairly and honestly. As all
of these are equally important to include in the annual report, each item earns a company
five points toward the total disclosure score. Product information is scored differently for
PDF and HTML. If in PDF format, one point is given for each page worth of product
information. Because HTML cannot be measured in pages, a 5, 10, 20 scale is used. The
number of points awarded in HTML is based on a number of things such as the number
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of links to product information and the depth of information provided about each product.
Environmental and employee information is scored on a 1, 3,5 scale based on the extent
of information provided. Some companies received 10 points for this sort of information
for providing more information than the average company. For instance, NGK
Insulators, a Japanese company, presented their company’s environmental policies in a
separate PDF file, earning them ten points. Employee information includes things such
as the number of employees, the company’s management structure, and employee
policies and standards.
Points are also rewarded to companies with a variety of meeting disclosures.
Companies that merely put the dates of board meetings online and nothing about those
meetings receive only one point. Three points are earned by placing press releases
online, while five points are granted to companies that put features such as audio
recordings of their board meetings available online. Points for presentations about the
company, often found in PowerPoint format, are given on a 1, 3, 5 scale.
Other various forms of nonfinancial disclosure were scored during the course of
this study as well. Presenting a website in more than one language is essential when
considering globalization efforts, so five points were given for each language in which
the website or annual report could be viewed. Stock information can also influence an
investors decision to invest in the company, especially when it is in real time, or precise
to the minute. A company receives five points for having real time information on the
website and five for stating the volume of outstanding stock. If the stock information is
off of the website, then the company receives five points for a link to that website, and no
points for being in real time. The company still receives points for stating the price and
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volume (price points are found infinancial disclosure items). Analysis and query tools
can also aid investors and analysts to better understand company information or to
analyze investment opportunities. Five or ten points can be earned for the presence of
such a tool, depending on the intricacy of the tool. Financial calculators used to calculate
the value of investments, for example, earn a company five points toward the total
disclosure points. The final nonfinancial disclosure item is timeliness. One ofthe
objectives of accounting is to present timely information. If a company in present day
only offers to the public out-dated financial information, investors and analysts are
unlikely to take an interest in that business. Therefore, any company that presents its
financial information in an untimely manner loses points from its total disclosure amount.
In order to be considered timely a company should display 2000 and 1999 financial
statements. If a company fails to do so, five points are subtracted from the total
disclosure score for each year prior to 1999. For clarification, if a company’s most recent
financial information given on the website is 1997, ten points are subtracted from the
total disclosure points(1999- 1997 = 2x5 = 10). Table IV.2. summarizes the scoring
method for the nonfinancial disclosure items.
Table IV.2. Summary of Nonfinancial Disclosure Items
NONFINANCIAL ITEMS
EXPLANATION OF SCORING
Number of links to Annual
Report

HTML or PDF
Introduction (Mission
Statement)
Table of
Contents

Determined by the number of links that must be taken from the
home page of the company to get to the annual report(AR)- 3
points if 3 or less links to get to the AR;2 points if 4-6 links to get
to the AR; 1 point if more than 6 links to get to the AR;0 points if
AR cannot be found on the website
1 for either HTML or PDF;5 for both;0 for no annual report
5 points if an introduction to the company or a mission statement
is given,0 if not
5 points for a table of contents at the beginning of the annual
report if in PDF, or for one appearing on a menu of links if in
HTML;0ifnoAR
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NONFINANCIAL ITEMS
Notes to Financial Statements

EXPLANATION OF SCORING

Letter to Shareholders

1 point for each note (regardless of HTML or PDF), Summary of
Accounting Policies counts as 1 note
5 points for the letter in the AR

Management Report
Auditor’s

5 points for the management report in the AR
5 points for the auditor’s report in the AR

Report
Product Information

Environmental Information

1 point for each page in the AR if in PDF format, if in HTML give
5, 10, or 20 points, depending on the depth of the product
information

Online

0, 1, 3, or 5 points based on the amount of information given about
the company’s environmental policy
0, 1, 3, or 5 points based on the amount of information disclosed
about the company’s employees as well as terms and policies of
employment that the company has
0, 1, 3, 5, or 10 (if something original or unusual) points for press
releases, reports, word-for-word documents, audio recordings, etc.
from company meetings
5 points for a slide show about the company appearing on the
website,0 if not present(sometimes presentation given in PDF
file- still 5 points)

Number of Languages

5 points for each language the website or AR is available in

Up-to-Date Stock Information

5 points if the stock info is given on the website in real time (the
information is precise to the minute)
5 points if the volume of stock is given in real time
5 points if there is a link to external website with up-to-date stock
info (ex: link to NASDAQ)
5 or 10 points for the existence of a tool that can be utilized to
better understand company information or analyze investments
If the most recent year’s financial information is before 1999, take
away 5 points for each year before 1999(ex: if most recent
financial information presented is for 1997, take 10 points away
from the company’s total disclosure score)

Employee Information

Meeting/Board Information

PowerPoint Presentation

Volume(or company stock)
Link off
Website
Analysis and Query Tools
Timeliness

Using the Scoring Sheet
Using the criteria stated previously, all of the websites were examined, even if
some had been scored before in a “mini-sample.” This ensured that each company was
scored using the same scoring system. Every part of a company’s website was viewed to
obtain a complete analysis of both financial and nonfinancial categories. After a score
was obtained for each category, a total disclosure score was obtained for the company.
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Development ofthe Website Disclosure Models

To obtain interpretive results of this study, the statistical program SAS was used.
The objective of these tests was to determine whetherfinancial and nonfinancial
disclosure items (dependent variables) are correlated with sales, assets, debt ratio, and
foreign sales (independent variables). The variable “debt ratio” is determined by
dividing the total liabilities by the total assets ofthe company, Foreign sales” is the
remainder of total sales minus local sales. In addition to the foregoing company-level
variables, I also included Hofstede’s four country-level independent variables
representing culture. In order to determine if these variables were indeed the cause of
differences in disclosure levels, models had to be formulated and formatted into the SAS
package. The models tested are explained in further detail in Chapter III.
All of the scored items in the data sheets were split into two categories: financial
and non-financial. Totals were taken for each and the natural log of each total was found.
The natural logs of total assets, sales, and foreign sales were found as well. Debt ratio
was put into SAS in the decimal form of the actual percentage. The total disclosure
scores of the company are simply the numbers found in the data collection. After the
variables were formatted as such, each was imported into the SAS package. The four
cultural variables (individualism/collectivism, masculinity/femininity, power distance,
and uncertainty avoidance) were also inserted into the model to determine whether they
on
had an impact on disclosure. Correlation and regression tests were performed based
the hypotheses listed in Chapter III. The results are analyzed and discussed in Chapter V.
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V. Results of Statistical Tests

Simple Sladsdcal Results
A total of 175 websites were located from the list of 256 companies, but only 148
had the necessary statistics to be imported into the SAS program. Norway did not h
large enough sample size with sufficient statistics, and were, therefore, not inclu
]P

*

the SAS tests. Of the 148 companies, the simple statistics (see Table V.l.) w

Table v.l. Simple Statistics
Variable

%ss
●j’

DEBT
TINDIS
vS;

N

Mean

141
131
130
95
148
148

171.682
21.6970
21.9276
0.58091
20.8985
4.51066
4.20495

Standard
Deviation
67./8J1
2.02040
2.00412
0.15558
1.88835
0.62012
0.54949

Minimum

MaxiiMin

rSViTiTiTl

1 u.V V Vv

13.3939
13.2177
0.09080
11.9272
1.60944
2.07944

29.7425
29.5661
0.91954
27.5697
5.06890
5.01728

Note that the values for sales, assets, foreign sales (FSALES), financial disclosure
(FINDISC), and nonfinancial disclosure (NONFNDIS) are
numbers. Foreign sales, as a percentage of total sales, was

natural logs (LN) of the actual
inserted into the model first;
is the sum

however, the natural log produced better results. Total disclosure (TOTD
of the raw scores from the scoring sheet. The debt ratio (DEBTRAT) is the total deb
should also be noted that
divided by total assets, per the company financial statements. It
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where a value could not be found for a certain variable, an average ofthe companies with
complete information was input into the statistical table. The following averages were
found:
Sales = 21.69695

Debt Ratio = 0.580912

Assets = 21.92833

Financial Disclosure = 4.510659

Foreign Sales = 20.89852

Nonfinancial Disclosure = 4.204951

A procedure called '‘Proc Corr”(“proc” refers to procedure and “corr” refers to
correlation) was used to find the simple statistics as well as the correlation ofthe
variables. Two variables that have a correlation value over .7 are considered highly
correlated variables and should not be included in the same model. Correlation, by
statistical definition, is “the simultaneous change in value oftwo numerically valued
random numbers.” For example, eyesight worsens as age increases, and therefore the two
have a negative correlation. Table V.2. shows the correlation values found in this study.

Table V.2 Correlation Coefficients, N=148; Prob > I |
r under HO: Rho=0

Variables ; Coiin^ j TotE^c 4
-0.09164:
TotDisc
0.2680f4--0.00036 0.72685*
FinDisc
0.9965
<.0001
0.234651 0.90086* i
NonFiiDis
0.0041 ; <0001
-0.13609 0.33168
Sales
0.0991
<0001

NonF^is

Sales'^ '5^!Sssetsl|'.DebtRat i
‘■sn-

'.TTv;:::
> V. V

0.56546»
<0001
0.22039
0.0071

v;:

0.26729
0.0010

-0.17798 0.27892 ; 0.15393
0.23244 0.90338*^
0.0305
0.0006
0.0618
0.0045 : <006l
-0.01485 0.03978 0.04679 -0.02609
0.28874 0.21845
DebtRat
0.8578
0.6312
0.5723
0.7529
0.0004
0.0076
-0.17842 0.16762 . 0.06261
0.12452 0.72512* 0.72587*
FSales
0.0300
0.0417
0.4496
0.1316
<0001
<0001
* = The two cross-variables are highly correlated.
Assets

0.22580
0.0058
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As can be seen from the table,‘‘sales” has a high positive correlation with assets
(0.90338). This explains why sales and assets are not placed in the same model with each
other. A high correlation indicates that two variables, in this case sales and assets, have a
high probability of having the same affect on disclosure scores. The models are intended
to determine which variables are influencing disclosure levels. If sales and assets are
placed in the same model, a statistician could not conclude which independent variable is
affecting the dependent variable.
Table V.3. Averages of Disclosure Scores by Country
Total

Financial

Nonfinancial

France(n=17)

160.4118

80.70588

79.64706

Germany (n=21)

143.4286

68.52381

74,90476

Hong Kong(n=17)

145.1176

70.82353

74.29412

Japan (n=35)

138.6571

80.02857

58.62857

128.6

69.97143

57.91429

152.7719

90.40357

62.36842

United Kingdom (n=35)
United States(n=57)

The averages of the total,financial, and nonfinancial disclosure scores across
countries(shown in Table V.3 above)reveal a number ofthings. First, the country
the highest financial disclosure average is the United States; this makes sense when
compared with other studies, such as the Zarzeski(1996)and Robb et al.(2001) arti
whereas the United Kingdom has the second lowest - a result quite different from
Zarzeski’s study. Previous studies have shown that Anglo-American studies tend to have
higher disclosure scores. However, these studies were performed on printed repo
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which could explain the variation between those and the current study. The information
in the current study is located on a different medium,the World Wide Web. In addition,
there are no required disclosures mandated for Web reporting within countries. The
Financial Accounting Standards Board (2000) is currently examining the types of
disclosures that should be required for Web reporting by listed corporations. Another
reason that the United Kingdom could have low scores in all disclosure categories is the
voluntary standardization of information found on UK websites. The annual reports are
very cut and dry and have a uniformity I did not find in other countries. Although the
UK company information was rather user-friendly, due to this uniformity, it did not
contain any unusual or original features that would earn highfinancial disclosure scores.
Another interesting observation is that the results in the nonfinancial category
support Hypothesis 6 from Chapter III: In countries placing more stress on sharing and
learning with others (i.e. a more collectivist and feminine culture), the higher the
nonfinancial disclosure score will be. France and Hong Kong are the leaders in
nonfinancial disclosure averages, and they are also the most feminine ofthe countries
included in this study. The US and the UK score lower in the results, and they are both
extremely individualistic cultures. Although the US and the UK were found in prior
studies to have higher disclosure scores. Hypothesis 6 proposes that more collectivist
societies are more likely to disclose information. Collectivism supports teamwork and
the sharing of information, and so this result makes sense. Consider Hong Kong,for
instance. As a very feminine and collectivist culture, Hong Kong firms rarely went
without placing information about their employees and environmental information. Their
notes to the financial statements were usually quite thorough, averaging around 30 in the
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annual reports. Prior studies have found that nonfmancial disclosure relating to
employee and environmental information is quite common in continental European
countries and has just begun to find its way over to the US(Meek, Roberts, Gray 1995).
This could e.xplain how France and Germany have higher nonfmancial disclosure
averages than the US and the UK.
One other observation can be made from the total disclosure averages seen in
Table V.3. Masculinity, as in the nonfmancial results, shows a negative correlation with
total disclosure. France, the most feminine of the countries in this study, obtained the
highest disclosure score overall, with the U.S. and Hong Kong receiving the second and
third highest scores, respectively. The U.S. and Hong Kong also have the next two more
feminine scores. If the masculinity/femininity variable is significant in the regression
tests, which are discussed later, it would support this result.
Something I found particularly surprising in the results of the disclosure averag
was Japan's lower scores in the total and nonfinancial disclosure categories. As a lead
in the technology industry, I expected Japanese companies to embrace the new
technologies readily available to create intricate and detailed online information.
However, Japan only received a nonfinancial average of 58.62857, the second lowest
nonfmancial score of the six countries. Again in the total averages, Japanese compani
received the second lowest average. One explanation for this could be Japan s extrem y
masculine culture - Japan has a masculine value of95 in Hofstede s study (1980). This
strong masculinity could cause a Japanese corporation to close its doors to sharing
information, as masculinity is not geared towards people.

38

Regression Results
Although several regression tests were run on variations of each hypothesis, only
one model showed very significant results. The others did not produce valuable results,
and henceforth are not discussed in this paper. However, the significant results come
from Hypothesis 6, which this study predicted, and hoped, would have the greatest
likelihood of being affected by Hofstede’s variables. Table V.4. shows the results ofthe
regression test.

Table V.4 Hypothesis 6 ● Regression Results
NonTinancial Disclosure = Sales + Uncer - Power - Masc- Indiv

Variable

T -Value

Pr> t

Intercept

3.80

0.0002

Sales

3.19*

0.0018

Uncertainty Avoidance

0.85

0.3977

Power Distance

-0.42

0.6784

Masculinity/Femininity

-2.43*

0.0163

Individualism/Collectivism

-1.97*

0.0511

*Indicates significant variable
F-value; 6.00(Prob. > F = <0.0001)and Adjusted R-Square = 0.15

The regression F-test probability is p < 0.0001, which shows a statistically significant
model. Another indication of significance is the “t-value” column. Any independent
variable in the “t-value” column that is close to or greater than 2, regardless of negative
or positive values, is likely to have influenced the dependent variable in some way.
However, expected directional relationship must also be present for the variable to be a
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representation of reality. For example, uncertainty avoidance has a “t-value” of+0.85 in
this model, indicating that the more a culture is likely to avoid uncertainty, the more
likely it would be that a corporation in that culture would disclose greater amounts of
information; yet, a value of 0.85 is not strong enough to make the independent variable
(uncertainty avoidance) significant in this model. Although it probably affects
nonfinancial disclosure to some degree, uncertainty avoidance is in no way a major
determining factor in nonfinancial disclosure practices. A good “rule ofthumb with tvalues is: the higher, the better, and with probability, the lower, the better. In this model,
is
sales and masculinity/ femininity have t-values greater than 2(masculinity/ femininity
negative), and individualism/ collectivism has a value of-1.97. When the model is run
again using foreign sales instead of total sales, the masculinity/ femininity and
individualism/ collectivism variables have negative t-values above 2. However,foreig
sales itself is not significant when placed in a regression model with these cultural
veiriables. In interpreting the values from Table V.4, a

number offindings are worthy of

discussion.
. This result is
Finding 1. The higher the sales, the higher the nonfinancial score
expected. Sales level is an indication offirm size, and it makes sense

that a bigger firm

would have more information on the Internet than a smaller company. A larger firm
more money and personnel to put into advertising and new technology. This mo
tested with assets as well and had the same result. However, sales was more signif
than assets.
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Finding 2. The more masculine a culture is, the less nonfinancial information is
disclosed. This makes sense considering a more feminine culture is more likely to share
information. Hypothesis 6 also predicted this result.
Finding 3. The more individualistic a culture is, the less nonfinancial information is
disclosed. A collectivist society prefers teamwork and group success, and therefore
would be more willing to share information. As Meeks, Roberts, and Gray (1995)
concluded, Anglo-American countries, such as the UK and the US,tend to release lower
levels of nonfinancial disclosure. The UK and the US are also the two most
individualistic cultures in this study, given a value of89 and 91, respectively. Therefore,
the significant finding about individualistic versus collectivist countries makes sense.
Also, this assumption paired with the second finding could explain Japan s low
nonfinancial disclosure score. Although the Japanese have a very collectivist culture,
they are also a very masculine society, and one could possibly negate the other.

Country Regression Models
Multiple regression tests were performed on

individual countries as well. Due to

the lack of websites found, France, Germany, and Hong Kong did not have a large
enough sample size to be included in these tests. Japan, the United Kingdom,and the
United States each had a sample size of around or above thirty. Three multiple regress'
models were developed using the three types of disclosure as dependent variables, and
sales(and alternately foreign sales) and debt ratio as the independent variables. As sales
was found in the cultural regression models to be more significant than assets, the focus
of the individual regression tests is on sales, not assets. The total andfinancial disclosure
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results for each of these countries are not of significance. Debt ratio was once again
found not to be significant. Regression tests, with cultural variables added, revealed the
nonfinancial disclosure model to be of greatest significance; the individual country tests
had a similar outcome. Although foreign sales was not found to be a major influence on
nonfinancial disclosure levels in any of the country models, total sales is significant in
both Japan and the United States. Table V.6. summarizes the statistics of each ofthe
nonfinancial disclosure tests. The model used in these tests presents total sales(and
alternately foreign sales) and debt ratio as the independent variables and nonfinancial
disclosure as the dependent variable. This model is a “test ofsize ,in other words, it
indicates whether firm size has an effect on the specific type of disclosure. When each
country is run separately, the cultural variances between countries are removed from the
model, and therefore the influence of firm size can be clearly determined. Again, France,
Germany, and Hong Kong are not present in Table V.5. because their respective sample
sizes were not sufficient for purposes of this test. Note that the adjusted r-square values
in the Japan “Sales” results is 0.34, indicating that the model explains 34% ofthe
variation between the variables of interest. The stars indicate the most significant results.

Table V.5. Results of Individual Country Regression Tests
Nonfinancial Disclosure = Total Sales + Debt Ratio
UK
Japan
FSales
Sales
FSales
Sales
-1.90**
-1.24
t-value
3.74*
1.56
0.0663
0.0010 0.1318
0.2241
Pr> It
0.05
-0.01
0.34
0.05
Adjusted R-Sq
1.84
0.80
1.72
7.71
F Value
0.4602
0.1759
0.0026 0.2007
Pr>F
*Indicates models where total sales is significant
Indicates models whereforeign sales is significant

US
Sales
2.15*
0.0375
0.06
2.51
0.0936

FSales
0.36
0.7176
-0.04
0.25
0.7831
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V. Conclusions and Limitations

This study attempts to gain a better understanding of the factors
\n^\\xQnQ\ngfinancial and nonfmancial web disclosure of companies across six countries.
I examined the effects that cultural characteristics, determined by Hofstede in 1980, and
firm size have on financial, nonfmancial, and total disclosure.
After developing a disclosure list, collecting the data from company websites, and
formatting the data, I performed statistical tests using the SAS program. While analyzing
my results, I found that countries with more feminine and collectivist cultures are more
likely to disclose higher levels of nonfmancial information. The significance of total
sales in both combined and individual country regression tests provides evidence that
larger firms tend to have higher levels of disclosure. The influence offoreign sales on
the various types of disclosure is overshadowed by the cultural variables, thereby
suggesting that a company’s country of domicile has more influence over disclosure
levels than the degree of how global a company is operating.
Concerning the different dependent variables {financial, nonfmancial, and total
disclosure), the results of the nonfmancial disclosure tests were more significant than
those of thefinancial and total disclosure tests. This could indicate that financial
information is influenced less by cultural characteristics or firm size and has become
more standardized than nonfmancial information. The result makes sense when one
considers that nonfmancial information reporting is newer to the accounting/business
community, and has therefore been subject to less scrutiny by researchers.
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It is important to mention that no official rules have yet been set regarding what
information is required for online disclosure. The disclosure list prepared in this study
could possibly aid future researchers and regulation-setting organizations in setting
standards for both financial and nonfinancial disclosure. Once standards are set, they
could perhaps bridge the gap between cultures in the field of corporate reporting. The
results of this study are also of interest to the Financial Accounting Standards Board and
the International Accounting Standards Committee, in light of their increasing interest in
global harmonization of information.
A number of limitations are present within this study. Although every effort was
made to ensure a fair and accurate scoring for each company, the process was still
somewhat inherently subjective. This study also eliminates the effects of time series
variations in disclosure by concentrating on information from only the present year.
Additionally, as the data collection took a period of a year, the fast-paced evolution of
technology could have affected scoring as well. Finally, the variations in sample size
could have caused slightly inaccurate results.
Future researchers have much left to do in this field. A similar project as this,
using different countries and evenly distributed sample sizes, might achieve more
definitive results. A researcher could also use different cultural characteristics, add more
years to the study, use non-weighted scores, and perform the study faster. The more
society continues to rely on technology, the more companies will begin placing their
corporate information online. As this study provides evidence of many variations in
online financial and nonfinancial reporting, the time has come for standards and
regulations to be set. One thing is certainly apparent from this study: as a trend toward
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industrial globalization is growing outside the world of corporate reporting, it appears
that the Internet has created a venue for information globalization to grow inside of it. In
present dav society, a company is able to reach investors and analysts all over the world
simply by embracing technology. Its actual location on a world map is now much less of
an obstacle.
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